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Severance Tax:10-20-2012

State of Michigan receives 7% royalties’
Issues for Humboldt Township:
“*Humboldt Twp. property not connected >67 road miles

““No minerals to be extracted >the Humboldt Mill is a milling facility factory>like any other
factory, paper mill, power plant, manufacturing model shop, or industrial facility throughout
Michigan on the Ad Valorem Tax.

“*The Humboldt Milling Facility has historically been on Ad Valorem rolls since 1978 over
34years 5 separate owners that include: Cleveland Cliffs Mining Company,, Callahan Mining
Company, Coeur d’Alene Mining Company, Mineral Processing Corporation, ALL who delivered
ore_from mineral deposits outside Humboldt of Township. These mines where not connected
to the mill and paid Ad Valorem Tax to Humboldt Township, Marquette County, NICE Schools
and the State of Michigan

“*This Bill Exempts the Personal Property Tax, the majority of the milling equipment is
removable and will be considered personal property. Thus non taxable

**This bill includes Humboldt Township In the severance tax, contradicting the Michigan State
Geologist Hal Fitch_and Michigan Department of Treasury Kelli Sobel (See attached)keeping
the Humboldt Mill facility separate from taxing of the mineral ore body!

“*The environmental controls specific to the water treatment plant in Humboldt Mill should
not be Tax Exempt, the water treatment plant is a requirement for dispersing tailing in the sub
aquifer make this a necessity for utilize the pit.

“*The severance tax has no provision for the Township to Tax the Sub Aquifer that has
substantial value.

“703102°11** page 9 #20 thru 27 and all of page 10 this defines normal maintenance that will
include the entire renovation of the Humboldt Mill inside and out without adding taxable
value.

““The creation of a rural economic fund that will service the entire state of Michigan is totally
bias to mining in the Upper Peninsula. The tax revenue will only be generated on minerals in
the Western Upper Peninsula not the entire state.

**This bill will have significant financial short falis against the Ad Vaiorem Tax Policy(see
attached]).




“*Humboldt Township believes that this legislation will allow undercapitalized Mining
Companies to become permitted. We have seen firsthand what can happen with regards to
underfunded companies in our community.(see attachment)

“* This bill does not address how Humboldt Township will receive revenue allocations when

processing ore from other Townships, Counties or States, and make no provision for other
mining companies ? (See attachment)

““Humboldt Township believes that this legislation is highly deficient and poor at best! This
legislation doesn’t even address the direct basic issues of allocation of revenue of minerals from

the Mine site ore body located in Michigamme Township, the next ore deposit in Champion
Township accessed via Eagle Mine in Michisamme, and the Humboldt Milling Facility.

““Humboldt Township believes this is not good tax policy for the State Michigan.to creates a

tax on nonferrous metallic minerals alone and spread a portion the revenue across the state.
The tax should include all of Michigan’s minerals across the state.

““HB 6007 —HB6012 likely to cause irreparable harm to the communities of Humboldt
Township, the NICE School district and Marquette County for decades to come

““The long term effect on economic growth in Michigan, will suffer greatly, for no community

will support a development project if the local communities will not receive a fair financial
benefit! There will be stagnant growth across Michigan.

Thank you for your consideration on this issue
Joseph Derocha

Humboldt Township
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Humboldt Mill

Renewing a community asset

Introduction

in Humboldt Township west of Marquette,
Humbotdt Mill remains a fixture of Northern
Michigan's mining history. lts service to
several prominent mining companies
beginning in the 1950s is weaved into the
culture and economy of the local area.
Humboldt Mill has remained idle since the
mid 1990s, falling into disrepair. Even so,
this existing Brownfield industrial site is an
important community asset awaiting an
opportunity for renewed purpose.

Kennecott purchased the mill in September
2008. The company has applied for

state permits necessary to refurbish the
facility. Once permits are received, the
company intends to invest an estimated
$80 million in site clean up, environmental
reclamation, and equipment upgrades.
Kennecott's investment in the mill is part of
the company's long range business plans
in the UP, and will add to the sustainability
of mining operations in terms of social,
economic and environmental benefits.

_ Kennecott pians to utilize the mill for much

the same purpose the lacility has been used
in the past — to crush mineral-containing
rock, and concentrate the minerals to

be shipped for processing and smelting
elsewhere. The start of miling operations
are planned to coincide with ore production
from Kennecolt's Eagle Mine, which is
expected to begin in late 2011, following a
two-year mine construction phase.

Planned Activities

Kennecott is commitied to a heaithy, safe,
clean environment in the communities in
which it operates. General clean up, asbestos
and lead paint removal, and improved storm
water management systems are integral to
the work that will be done at the mil.

Kennecott will build a water treatment plant
at the site as a contingency to ensure water
used during the milling process meets state
and federa! discharge requiremsnts prior to it
being returned to the environment.

A Kennecott technician inspects the integrity
and condition of one of two ball mills being
raconditioned at the Humboldt Mill. The ball mili
is a cylinder containing steet balls that tumble
to crush rocks that contaln minerais into
smaller pieces.

Benefits of the

Humbeoldt Mill
Restoration Project

~and Future

Operations

~ While Humboldt Mifl

" provides added value to

- Kennecott's operations,
“reciaiming the mill site.
© gnd biinging it beckinto

commaercial service holds

_ a.numbaer of benefits for-
the community and area
- workers, including:

-

50 to 70 fulltime
iocal operations jobs,
making Humboldt Mill
the largast employer
i the immediate area
» 100 to 200 local
- confract jobs for site
reclamation, and
facitity rehabiiitation
and constructior
$80 million
investment in site
*work and milling and
" . environmental control
o equipment, adding
- to the tax base of
-Humboldt Township
- and the NIC.E
schoo! district.

-=»  Use of an existing

Brownfield site

- Proper closure plan
in place

= 50 percent reduction

_ in greenhouss gas
emissions

"« Potentlal for

“ sxpanded milling
operations to serve
possible additionai
mining interesis.



RV FH i1/ o
Appmvals Necessary for
Operations and Environmental
Protections

As Kennecolt prepares to oparate Humboldt
Mill, compliance with state and federal
snvironmental laws and regulations is
mandated. Today, far stricter regulations are in
place than in the past to protect the environment
by ensuring that companies implement
appropriate controds and measures. Kennecott
will be required to post a bond 10 insure financial
recourses ara secured for closure.

Kennecott has applied for permit approvals

from the Michigan Department of Environmental
Quality to compiete refurbishment of the mill and
to operate it. Applications have been submitted
for air and water protection permits, and for the
mill's operating permit. The applications contain
environmental information gathered through
studies conducted at the site over the past two
years. They also contain planned operation and
environmental management controls, facility
designs, and contingency plans. Kennecott
Eagle Minerals Company permit applications

for Humboldt Miil can be viewed at the MDEQ
webhsite: www.michigan.govideq, or at

WWW. eagle pro;ect com

Millworks

Humpoldt Mill will be transformed into a
thriving milling operation, with the potential
of operating at a capacity three to four times
greater than the Eagle Mine.

Kennecott intends to refurbish the millworks
within the facility, and wili install new
squipment and infrastructure necessary to
making Humboldt Mill an efficient, modern
and safe facility.

Future Operations

Once Kennecott has received necessary
permits, the Humboldt Mili will process

ore from the Eagle Mine. The process
includes crushing rock and grinding it to

the consistency of sand. Water will then be
added, and the slurry will undergo a process
to separate copper and nickel minerals. It will
then be filtered and shipped via rail car to
processing facilities out of state. Tailings from
Kennecott's operation will be deposited into
the existing tailings disposal pit at Humboldt
Mifl. Environmental monitoring, consistent,
with permit conditions will be implemented

February 2, 2009

Kie;mecuﬁ Eagle Minerals Company Contacts

Chantaa Lessard, Senior Advisor Govemment and Cormmunity Relations,
906-486~1257 or chantae.lessard@riotinto.com

Matt Johnson Manager Government and Community Relations,
906-488-1257 or maithew. ;ohnsonZ@notmto com.

Medt% ontact: Deb Muchmore,
517-372-4400 or debm@mrgmil.com

Humboldt Milf, as seen
in this 2008 photo, is
poised to receive an
$80 million restoration
once permits are
approved. Kennecott
plans to open the mill

b at the same time Eagls

Mine begins producing
ore containing

nickel and copper, in
approximately two
years.

History

Humboldt Mill has a long
history in Michigan's Upper
Peninsula mining sector.
The mill was constructed in
the late 19508 by Cleveland
Cliffs and used to process
iron ore from the Humboldt
Mine untit the mid 1970s.
The original Humboldt
mine created a natural
repository for tailings
disposal. Caliahan Mining
latar reopened the mlil to
process sulfide ore from
its Ropes Gold Mine until
the late 1980s. Mineral
Processing Corporation
assumed ownership of the
mill in the 1990s, using it
to occasionally process
aluminum flux for several
years.

Kennecott purchased the
mill in September 2008,
and commenced genaeral
site clean up. Over the
naxt 12 months efforts will
be focused on obtaining
permits for the mili,
followed by an additional
12 months of demolition
and construction activities
to align initial operations at
approximately the same tims
as the Eagle Mine.
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STATE OF MICHIGAN
RICK SNYDER DEPARTMENT OF TREASURY ANDY DILLON

COVERNOR LANSING STATE TREABURER

February 17, 2012

Howard Robare, Assessor

Michigamme Township, Marquette County
300 Rithnen Road

Megaunee, M1 49866

Dear Mr. Robare:

In accordance with MCL 211.24, the State Geologist has reported his determination of true cash value for
the Kennecott Eagle Mine in Michigamme Township. Mr. Fitch reported 1o the State Tax Commission
that he has determined the true cash value to be $191,466,000. Mr. Fitch has indicated that this valuation
represents a partial completion of the mine and has further indicated that th _entirely for
Michigamme Township an ot ingh

The State Tax Commission certified this value at their meeting on February 13, 2012 and in accordance
with MCL 211.24 is certifying this assessment o you as the assessor for Michigamme Township.

Please note for your information that MCL 211 .24 also indicates:

The state tax commission, as early as is practicable before February 20, shall certify the
assessment of the property to the assessor of the township or city in which the property
is situated, who shall for the mineral properties and mineral rights that are owned
separate from the surface rights on the property assess each to the owner at the
valuation certified to him or her. However, an adjustment to the value certified by the
state tax commission may be made by the assessor of the township or city to reflect any
general adjustment of assessed valuation from the immediately preceding year not
included in the state tax commission computation. The assessor shall determine the true
cash value of the surface rights and assess the value of the surface rights to the owner.
The assessment upon the metallic mining properties and mineral rights may be altered
from vear to year regardless of whether any previous assessment has been reviewed by
the state tax commission. The assessor or the owner of any interest in the property
assessed may appeal the assessment and valuation of the property as determined by the
board of review to the state tax commission which shall review the assessment and
valuation as provided in section 152,

Sincerely

Kelh Sobel, Executive Secretary
State Tax Commission

Ene: Memo's from Mr. Fitch to the State Tax Commission

.0 BOX 30471 » LANSING, MICHIGAN 48308-7871
www michigan gov/sialelaxcommission « (517) 335-3429



STATE OF MICHIGAN %—
DEPARTMENT OF ENVIRONMENTAL QUALITY .-

LANSING

RICK Sﬂ‘{i}ﬁﬂ DAN WYANT
SOVERNOR DIRECTOR

February 17, 2012

Mr. Doug Roberts

Chairperson, State Tax Commission
PO Box 30471

430 West Allegan

Lansing, Michigan 48909

Dear Mr. Roberts:

SUBJECT:  Allocation by Township of the Value of the Kennecott Eagle Project Metallic
Mining Property

My determination of the true cash value of the Kennecott Esagie Minsrals G{)mpany Eagle
Project metallic mining property pertained. only 1o the k « :

Michigamme Township, Je of th ~ ‘
Township. Therefore, there is no need to spread the detefmmaiiea over multiple assessment
jurisdictions.

Please contact me if you have any questions.

Sincerely,

Harold R, Fitch

State Geolegist and Director
Office of Oil, Gas, and Minerals
Resource Management Division
517-241-1548

CONBTITUTION HALL » 826 WEST ALLEGAN STREET « P.O. BOX 30473 » LANSING, MICHIGAN 489087973
www.iichigan.gowideq » (800) 662.9278




STATE OF MICHIGAN ﬁ
DEPARTMENT OF ENVIRONMENTAL QUALITY iy et

LANSING

RICK SNYDER DAN WYANT
GOVERNOR DIRECTOR

February 10, 2012

Mr. Doug Roberts

Chairperson, State Tax Commission
PO Box 30471

430 West Allegan

Lansing, Michigan 48909

Dear Mr. Roberts:

SUBJECT:  True Cash Value of the Kennecott Eagle Project Metallic Mining Property

in accordance with Section 24 of the General Property Tax Act, 1893 PA 206, | am submitting
my determination of the true cash value of the Kennecott Eagle Minerals Company Eagle

Project metailic mining property.

| have determined, according to my best information and judgment, that the true cash value of
the Eagle Project mining property is $191,466,000.

Please contact me if you have any questions.

Harold R. Fiich

State Geologist and Direclor
Office of Oil, Gas, and Minerals
Resource Management Division
517-241-1548

CONSTITUTION HALL « 525 WEST ALLEGAN STREET « P 0. BOX 30473 « LANSING, MICHIGAN 48808-7973
wyww inichigan.govides » (800} 882-8278



7 year tax totals

Ad Valorem
Property Tax * Severence Tax
Recipient of Revenue Millage 45.1166 2.75% @ 60/40 Difference
State School Aid Fund 6.0000 $3,079,500 $1,684,826 -$1,394,674
County 7.5164 $3,857,792 32,110,637 -$1,747,155
Township 8.9800 $4.608,985 $2,521,623 -$2.087,362
School District 18.3100 $11,105,344 36,075,847 -$5,029 4
ISD 2.2048 $1,131,614 $619,117 -$512,496
Rurai Development fund 0 $8,674,700 $8,674,700
Total 43.0112 $23,783,235  $21,686,750 -$2,096,485
$13,012,050

HUMBOLDT TWP

|Local Units Loss in Taxes




Gold mine tested
for contamination

FLANSING
Michigan gold mine will be closed and
sendedd, awud the z‘uijmrimi' processing site
studied for levels of contiuminunts and
restorative reatment, ander terms of an
Administrative Consent Ovider reached
botweon DNH Divector Hoboed Flavimes,
Attorney General ¥ rank Keiley

Caladizn Mining Company.

Callahan, which was purchased by
Coeur d'Alene Mives Corporation in
1991, agreed to a settleent of $100,000
andd to a remedintion timetable {or the
correction, of problems associated with
Callahan's operation of the Ropes Mine
and Humboldt Mill, located in western
Marquette County.

el the

Waste water containing low levels of

nickel and arsenic was discharged from
the Ropes Mane site undil it was closed in
Fobruary 1991 At the Humboldt Mill
wol Id was estracted from the mined
saterial and hx%hm{: W (.Vpnxit“x* 13
the Hwnboldt Pit antil Mareh 1990 The
;}1! continnes to disel e

sile

wiistenvaler
contamnig copper aud nickel farlier,
eyanide, a {iu,,m:\,.xi component of the

ol also

gold-ron Wiy clis-

prOCess
charged, The cyanide has sinee naturally
decompuosed,

Cocur dAkee has ;1gr¢,*c~<§ i condict

stodies and subinit reports on the statos of

S’H}li!t(;\\dhi ‘pmhh in the vicinity of the
Tunbolde Milland sul Dinita proposal for e
wicdintion and eatient of the wastewater,
iii{’{ii(giﬁﬁ construction of an ;mi';mvzj-ai

ireatment systens, w DNR release says.

Coenr o Alene bas also o 2cd to sty

andreportonthie poteatial lorwastewater
dischunyes from the Bopes Mine sit
when the suschwater fevels retum 1o

ol A DNR eviduation hay indicated

H 3 P 4
liiuic AVELS 1R ALV %"ifti{ (RS W §Qi.i(§i: [T

i b reer Lake whicl received the wastye

wader fronn the niine.

faoacddition, the cotnpany will phace a
prue |

convsele Cap ora seal over the mine shalt

opening, renove all buildings and

dhations, stabilize and replant the avea, and

loun-
maintain a road system for wonitoring
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Arizona speaks up

PHOENIX — Arizona voters dealt a blow
to animal rights estremists by soundly de-
teating a referendum against hunting on
the November 3 ballot by a 62 1o 38 per-
cent vote. The relerendum, known as
Proposition 200, called forabunonleghold
traps throughout Arizona, and for broader
Measures, "non-lethal wildlife
and acknowledged wild-

such as
management,”
life’s existence "orits own sake.” A poor-
ly concealed attenipt to end all hunting,
vémxg, trapping and wildlife management
in Arizona, this dangerous initintive would
bave had national implications.

or Wil

sestrs counlition, raised nearly

Aufmum*; (’5 (,(ili\t‘r\«"dllﬂll

(AW
$500,000 to defeat the proposition. Ac-
cording to the AW, Proposition 200 was

s Noveinber 3 bal-

it

the hottest issue on th

State elkherds are

ANSING - Results of u Jan. 12-14 elk
lerd census conducted b}g DN says that
Michigan's olk hord s beathy wnd thriv-

DN widdlite biologists reporta 1993

winiter herd estimude of 1330 elk, com-

parcedto 1200 kst yearat iiu\;timv CDNR
divcetor Rohod Hornes sand "The ine

mnnboers lolloavs the T

ok fast f

[RER 3 i s i

Barvest ol 2 fall duri ng two Sep-

tober etk lmnd seasons aad the Dee

cenbier 8- 1 scasn
The wnnual elk consus was conducted
e 80 DNR stall membes ad volun
teers, bothion the ground by ohservers on
snowimohiles and t the air via s Michi-
g State Police helicopter. Michigan's
clk e located in the avea of abowt 800

grﬁwin g

gud onr individual sports and base

THHISSEE

Fish Protection Fund wul

v beneficiad pro
the aifected properties. The consent
amt8mu;(ai:«;nulhnea; senalties tor fuil-
ure to comply with the schedule.

enviromuentally

]()t’, ga’sinmg even more votes than con-
troversial votes on abortion and the
Martin Luther King Holiday, Even the
kids voted down Proposition 200 by a
smashing 2 to 1 margin in mock ballots,

“The animal rights  extremists
fewrned a valuable lesson in Arizona,
says Dick Lattimer, President of
Archery Munulacturers Orvganization,
whose “Suve Qur Heritage” program
piaye& a vole in defeating Proposition
200. “That 1s to be careful on how and
when the
that is America’s haders, Ashers and

oy wuke the ‘sleeping gt

trappers. We canconie togr therasone

ary 1o de-
fend scientific wildlife nunagement

s 5 i
mighty foree when neee

square miles in portions of Cheboyzan,
Montimorencey, Otsego, and Presque
Isle counties in the northern Lower
Peninsnla.

The elk population was above DNER
management objectives i southwest
ern Chebovgan and northwestern O
SEEE COITES and alon e 3:{;2‘;113@“(”3
shjectives over the castern povtion of
elk range.

(’z%x
program are o maintain a viable ofk
pupu

sinoie s

The gouls of the

lation, in harmony with its vist |

romment, wiil o provide the imi;!zy
with hunting and viewing opportong
ties. DNR currently is preparing ve
ommendations for the 1993 elk b
l ;§ SEUS80H.

9




Kennecott Eagle Minerals
www eagle-project.com
www. riotinto.com

Kennecott Eagle Minerals Company
Michigan Mine, Air, Water Permits for Humboldt Mill
Public Hearing Information — February 2009

Thank you for your continued interest in Kennecott Eagle Minerals. in December, Kennecott applied to
the Michigan Department of Environmental Quality (MDEQ) for permits required of the company to
complete planned site clean up, refurbishment and operations of the Humboldt Mill. The MDEQ will hold
publi¢c information and comment sessions on Wednesday, February 18, 2009. Sessions will be held at
the Humboldt Township Hall in Humboldt Township.

As you may know, these hearings are necessary for the project to move forward. They also represent
one of several opportunities for public participation in the permitting process. The hearing next week is

an opportunity for you to make sure your position on the permit applications and the Humboldt Milt
project is known.

Kennecott is pleased to provide you with hearing details and other information that we hope will allow
you to plan to participate. if you are unable 1o attend the hearings, you may also submit your comments
in writing to the MDEQ; information about where to send comments is provided below.

For easy reference, here are the details on the DEQ information sessions and public comment sessions:

Date Time Location

Wedr‘iesday 1- 2 PM Informal DEQ Question & Answer Period Humboldt Township Hall
February 18, 2009 | 245 - 4:45 PM Formal Testimony/Public Comment | 244 CR FAF

6 — 7 PM Informal DEQ Question & Answer Period | HHumboldt Township
7186 - 8:30 PM Formal Testimony/Public Comment

The notice of the hearing, permit applications, and related subject matter can be viewed at;
http://www . michigan.gov/deq/0,1607,7-135-331_4111_18442-204738--.00.himi or by accessing them
from the Kennecott Eagle Project site at www eagle-project.com, and clicking on the link at the lower left
corner of the homepage.

Whether you share your experience and thoughts on the project at the upcoming hearings or simply
show your support through attendance, you are an important part of making Humboldt Mill a viable
milling operation once again, creating jobs and opportunities for people of the area.

You may also submit written comments — regardless of whether you decide to comment verbally — by
mail or e-mail until 5:00 p.m., March 18, 2009.

Mail E-mail

MDEQ/DMNR Kennecott Comments 9 DEGQ-Kennecoli-humboldi-mill-comments@michigan.oov
Office of Geological Survey

P.0. Box 30256

Lansing, Michigan 48909-7756

All verbal and written comments presented during the hearing and comment period will be considered
prior to the making of a final decision by the MDEQ. On a separate sheet, we have also provided
address information for other elected officials who have an interest in the project, and to whom you may
want to copy letters and comments you provide the MDEQ.




-continued-

As we understand, the hearings will be conducted in a “come at your convenience” mode. The process
will be simple: upon entering the hearing location, you will be asked to sign a card
(name/address/affiliation/request to speak), and a hearing officer will call people to comment as they
receive these cards. You may be asked to indicate on the card whether you generally support or oppose
the awarding of permits for the project. We, of course, hope you will support Kennecott's request.

We do expect comments at the hearing from opponents to Eagle Mine who directly associate
Kennecott's proposal for Humboldt Mill with the mine. Opponents are on the record opposing Kennecott's
projects. This makes it particularly important for those who support these projects 1o take part in the
public comment process.

Humboldt Mill Benefits and Facts

1. The Humboldt Mill project provides an excellent opportunity to:

a. Renew an existing but idled manufacturing facility, with an estimated $80 million
investment by Kennecott,

b. Revitalize this existing brownfield site (industrial site typically with environmental issues
from historic operations) located in Humboldt Township,

c. Create additional new jobs, tax revenues and other economic benefits for the area —
beyond those associated with Eagle Mine. This will allow more Yoopers to remain in the
area, close to their families and with good jobs earning higher than average wages for the
area.

i. 50— 70 full time operations employees
ii. 100 - 200 construction jobs
ii. Benefit the N.I1.C.E. School District, Humboldt Township and Marquette County
with additional revenues
iv. Provide construction and operations vendor opportunities for other area
businesses

d. Reduce greenhouse gas emissions by reducing the amount of ore needed to transport to
smelting operations located in Canada.

2. Under Kennecott's plan, the Mill will be used to grind ore, as it was done previously (no smelting
operations will occur at the Mill; concentrated nicke! and copper will be shipped fo
smelting operations in Canada, as previously planned). Today, however, strict regulations
require compliance to ensure environmental safeguard are maintained. A key difference how
Kennecott will operate the mill is on the issue of closure of the mill — ifiwhen that time occurs,
Kennecott will be required to maintain an ongoing environmental monitoring program.

3. Kennecott is committed to compliance with permit conditions, and also to exceeding the
community's expectations of us in terms of how we operate and steps we take beyond simply
what is required.

4. Reopening the Mill is an excellent opportunity for positioning Rio Tinto/Kennecott in the UP for the
long term. It will initially serve Eagle Mine, but has the potential of serving future additional
Kennecott mines that the company is currently exploring. Kennecott has also indicated the Mill
could serve other regional mining company interests, thereby contributing to the sustainability of
the mining sector in the UP.

Thank you again for your interest and willingness to participate. We know that you likely have your own
perspectives and experiences to share with the MDEQ, which is ideal. However, some supporters have
asked for details on the project, our plans and the permit approval process. Attached is a fact sheet
about the Humboldt Mill project. This, and other helpful tips {making comments and writing to the MDEQ)
are provided on separate pages of this communiqué to make it easier for you to use materials that best
suit your needs. You may also visit our website at www.eagle-project.com for more information as well.




